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 Abstract 
In this project we aim to find out if Syntesetanken’s idea of a public bank will benefit 
peripheral Denmark – and in particular if it will benefit the real estate market in 
peripheral Denmark. 
We explain whom Syntesetanken consists of and what their ideas are.  
To analyse on this data we will use Andrei Schleifer and Adam Smith. We use 
Schleifer to explain the pros and cons regarding governmental- versus private 
ownership. We have chosen two theories from Smith: “The economic man” and the 
theory of “the invisible hand”.  
Furthermore we have an interview with co-founder and current manager of 
Syntesetanken: Mikkel Klinge Nielsen.  
The project explains that the public bank is an interesting idea that will overall benefit 
the real-estate market in peripheral Denmark. This is mostly due to the 
decentralisation as well as removal of interest rates.  
However; there is a chance that if people follow Adam Smith’s theory of “The 
Economic Man” and think in self-interest; hereby placing their fortune in foreign 
private banks to get interest rates; we will experience that the money flow goes out 
from the country.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 Table of Contents 
1 Introduction Chapter ................................................................................................. 2 
1.1 Introduction .................................................................................................................. 2 
1.2 Problem Area ............................................................................................................... 4 
1.3 Problem Formulation ................................................................................................... 4 
1.4 Outline of the Project ................................................................................................... 5 
1.4.1 Chapter 2: Methodology ....................................................................................................... 5 
1.4.2 Chapter 3: Empirical Investigation .................................................................................. 5 
1.4.3 Chapter 4: Theory ................................................................................................................... 6 
1.4.4 Analysis ....................................................................................................................................... 6 
2 Methodology ................................................................................................................. 7 
2.1 Philosophy of Social Science ....................................................................................... 7 
2.2 Epistemology ............................................................................................................. 10 
2.3 Ontology..................................................................................................................... 11 
2.4 Methodology Interview .............................................................................................. 12 
2.5 Author Specification .................................................................................................. 14 
2.5.1 Adam Smith ............................................................................................................................ 14 
2.5.2 Andrei Schleifer .................................................................................................................... 15 
3 Empirical Investigation ........................................................................................... 16 
3.1 The Mortgage System In Denmark ............................................................................ 16 
3.2 Syntesetanken............................................................................................................. 18 
3.2.1 Retsforbundet ........................................................................................................................ 19 
3.2.2 J.A.K. ........................................................................................................................................... 19 
3.2.3 Basisindkomstbevægelsen ............................................................................................... 21 
3.2.4 Challenges In The Current Economy ............................................................................ 22 
3.2.5 The Interest Rate .................................................................................................................. 25 
3.2.6 The Public Bank .................................................................................................................... 26 
3.2.7 Public Bank vs. Private Bank ........................................................................................... 29 
3.3 Peripheral Denmark ................................................................................................... 29 
3.3.1 Employment Forecast In Peripheral Denmark ........................................................ 29 
3.3.2 The BRF Kredit Case ........................................................................................................... 30 
3.3.3 The Status of Peripheral Denmark ................................................................................ 31 
4 Theory ........................................................................................................................... 38 
4.1 Adam Smith ............................................................................................................... 38 
 4.1.1 The Economic Man .............................................................................................................. 39 
4.1.2 The Invisible Hand ............................................................................................................... 41 
4.2 Andrei Schleifer: Private vs. Public Ownership......................................................... 42 
4.2.1 Privatisation ........................................................................................................................... 43 
4.2.2 Government ownership ..................................................................................................... 45 
5 Analysis ......................................................................................................................... 48 
5.1 Economic Man ........................................................................................................... 48 
5.2 The Invisible Hand ..................................................................................................... 53 
5.3 State vs. Private Ownership ....................................................................................... 54 
6 Conclusion ................................................................................................................... 57 
7 Bibliography ............................................................................................................... 60 
7.1 Books ......................................................................................................................... 60 
7.2 Interview .................................................................................................................... 61 
7.3 Journals & Publications ............................................................................................. 61 
7.4 Websites ..................................................................................................................... 62 
 
 2
1 Introduction Chapter 
1.1 Introduction 
The economic crisis has left its marks in the Danish economy and population. Jobs 
have been outsourced. Jutland and Funen have lost 100.000 jobs during the crisis1, 
and recent numbers are showing that the Region of South Denmark will face a 
decrease in the number of the population, since the young part of the population is 
moving to the bigger cities2 – having in mind that the big year groups will retire in the 
near future.   
 
Peripheral Denmark is something that is widely used in Danish media. Often it is 
discussed in a rather negative way in terms of that people in peripheral Denmark do 
not have an education3, they are older than in the rest of Denmark because the young 
move to the cities4, the real estate market is struggling5 and the health among the 
population is worse than in the metropolis6. As a rather large amount of the Danish 
population live in peripheral parts, we think it is important to include them to society 
in a larger degree than in the current system. 
It has come to the media’s attention that the mortgage credit unions operate with so-
called “black spots” meaning they do not lend money for house buys in these 
particular areas7 - BRF (a mortgage credit union) has even publically said that it is the 
case – simply because they generally lose money on houses in these areas8.  
By not allowing people to buy houses in the peripheral parts, it will leave the areas 
empty as these people then buy a house in the more populated parts, where the 
mortgage credit unions accept to lend money this has left the owners in financial 
trouble since they cannot sell their houses.  
 
                                                        
1 http://www.kl.dk/Erhvervs--og-regionaludvikling/Hard-kamp-om-jobbene-id101369/  (28.04.2012) 
2 http://www.dr.dk/Regioner/Syd/Nyheder/Toender/2010/05/09/104625.htm   (28.01.2012) 
3 http://www.kl.dk/Erhvervs--og-regionaludvikling/Hard-kamp-om-jobbene-id101369/  (28.04.2012) 
4 Ibid 
5 http://penge.dk/bolig/bolig/svaert-at-faa-boliglaan-i-udkantsdanmark - accessed (04.03.2012) 
6 http://fpn.dk/liv/krop_valvare/article2315870.ece (23.03.2012) 
7 http://ekstrabladet.dk/kup/dinepenge/dinbolig/article1716697.ece (15.03.2012) 
8 http://penge.dk/bolig/bolig/svaert-at-faa-boliglaan-i-udkantsdanmark (15.03.2012) 
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We will in this case look at the think tank called “Syntesetanken’s” idea of a public 
bank: Why do they wish to change the system, what will it do to the current system 
and how can it benefit peripheral Denmark from their point of view.  
To look at the idea of a public bank from a traditionally opposing point of view we 
will draw on two liberalist’s theories: Adam Smith and Andrei Schleifer. 
From Adam Smith we draw on his theories of “The Invisible Hand” and “The 
Economic Man” and from Andrei Schleifer, we will draw on his paper called: “State 
Versus Private Ownership”.  
 
In order to write this project we have to use a lot of empirical material:  
First of all it is important to define peripheral Denmark geographically, by finding the 
official definition of it. We will also look at different statistics from peripheral 
Denmark – especially statistics regarding the real-estate market in these parts. How 
bad is the situation actually?  
Furthermore we have to explain the current banking system/mortgage credit union in 
order to understand, what will change if the public bank becomes a reality.  
Finally we will look at Syntesetanken’s own material and deduce their ideas; and 
since they have more than one idea of how to run Denmark in a more sustainable 
direction, we will focus solely on the public bank.  
 
Our personal motivation for the study is that two of us are future BsC students, and so 
we have to do something that is regarded within the field of business. The last of us 
have already done his BsC and needs now only the fourth semester project which of 
course also has contain business oriented work.   
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1.2 Problem Area 
In this project we aim to investigate if Syntesetanken’s notion of a public-owned bank 
will benefit peripheral Denmark – and especially the real estate market in these parts. 
We will do that; first and foremost by analysing their suggestion through the eyes of 
Adam Smith and his theories “The Economic Man” and “The Invisible Hand” as well 
as Andrei Schleifer and his text “State versus Private Ownership”.  
We will describe how Syntesetanken’s Public Bank is different from the “private 
system” that we know of today and in order to understand that difference we will also 
explain how the current system works. 
The project will also consist of chapters with the recent trend on the real estate market 
in peripheral Denmark.  
 
 
1.3 Problem Formulation 
 
The problem area leads us to our problem formulation, which sounds as: 
 
In this project we aim to investigate if Syntesetanken’s idea of a public bank will 
benefit peripheral Denmark - with the special focus on the real estate market. 
 
 
Working Questions: 
• How will a public bank affect the real estate market in peripheral Denmark? 
• Why does Syntesetanken suggest a public bank? 
• How is the current real estate market in peripheral Denmark? 
• How is the current mortgage credit union system in Denmark? 
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1.4 Outline of the Project 
1.4.1 Chapter 2: Methodology 
The methods chapter is used to explain what kind of first hand data we chose to 
gather and why.  
We chose to do an interview with co-founder and manager of Syntesetanken: Mikkel 
Klinge Nielsen. As structure we chose “semi-structured interview”.  
In the methods chapter we also have a section to explain which authors we use.  
 
1.4.1.1 Philosophy of Social Sciences 
In this chapter we elaborate on the philosophy that we follow through the project, 
which is pragmatism. We start out by explaining what pragmatism is and why we 
think it is the philosophy that fits our project the best. The cons of pragmatism are 
also explained.  
As epistemology we use positivism because pragmatism is linked to it; as ontology 
we use objectivism; first and foremost because positivism and objectivism are 
connected. 
 
 
1.4.2 Chapter 3: Empirical Investigation  
1.4.2.1 The Mortgage System 
The current mortgage system is explained throughout this chapter. We find it 
important to explain the current system, as it is required to understand what changes, 
the public bank will entail. 
 
1.4.2.2  Syntesetanken 
Syntesetanken is a creation of ideas from three different organs: J.A.K, Retsforbundet 
and Basisindkomstbevægelsen.  
First we explain who is behind the creation of Syntesetanken. Later we explain who 
the three organs are and lastly we explain what ideas Syntesetanken have. 
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1.4.2.3 Peripheral Denmark 
This chapter is split in three:  
A part that explains what peripheral Denmark is.  
A part that explains the problems in peripheral Denmark – especially in relation to the 
real estate market. 
A part with graphs explaining the problems in peripheral Denmark – again in specific 
relation to the real estate market. 
 
1.4.3 Chapter 4: Theory 
1.4.3.1 Adam Smith - “The Economic Man” and “The Invisible Hand” 
We use two theories from Adam Smith: “The Invisible Hand” and “The Economic 
Man”. Smith uses the invisible hand to explain that the market is better run by itself 
and by no interference by the government. The economic man explains that Man is 
selfish and only thinks in self-interest.  
 
1.4.3.2 Andrei Schleifer - “State Versus Private Ownership” 
We use Andrei Schleifer’s text: “State Versus Private Ownership” to explain the 
mechanisms behind governmental ownership and private ownership. The pros and 
cons behind each management style are outlined.  
 
1.4.4 Analysis 
In the analysis we use our three theories: “The Economic Man”, “The Invisible Hand” 
and “State versus Private Ownership”. We analyse them on the basis of our empirical 
material, which is Syntesetanken’s idea of a public bank. 
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2 Methodology 
Through this methodological chapter we will go through the reasoning for our chosen 
theories as well as account for the needed data-collections within our investigation. 
 
2.1 Philosophy of Social Science 
In this project we have chosen to use the philosophy of pragmatism. Pragmatism 
started out as a philosophy in the early twentieth century. The word comes from the 
Greek word pragma, which means action. It is therefore a philosophy in which the 
persons/human beings are actors. They create the society in which they live in by 
inquiry, creativity and knowledge.9  
The most noticeable thing regarding pragmatists is that you cannot put pragmatists in 
a box stating their ontological and epistemological stances as well as their research 
methodology (if using a deductive or inductive approach). Instead pragmatists use 
what is best suited for the situation. This is because of the pragmatist’s rejection of 
dualisms (e.g. theory and fact, perception and conceptualisation, deduction and 
induction, individual and society etc.)10. 
As Peirce puts it: 
 
“Just as a civil engineer, before erecting a bridge, a ship, or a house, will think of the 
different properties of all materials, and will use no iron, stone, or cement, that has 
not been subjected to tests; and will put them together in ways minutely considered, 
so, in constructing the doctrine of pragmatism the properties of all indecomposable 
concepts were examined and the ways in which they could be compounded” 11. 
 
In other words; you use what can be used in the situation - all with the point of not 
being limited by methodology.  
The above-mentioned is very well in line with what Morgan believes:  
 
                                                        
9 Delanty, Strydom 2010 p. 277 
10 Morgan, David L. ”Paradigms Lost and Pragmatism Regained”, Methodological implications of 
combining qualitative and quantitative methods, 2007, Sage Publications p. 71 
11 Peirce, 1902 p. 287 
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“Thus, what I am calling the pragmatist approach does not ignore the relevance of 
epistemology and other concepts from the philosophy of knowledge. It does, however, 
reject the top-down privileging of ontological assumptions in the metaphysical 
paradigm as simply too narrow an approach to issues in the philosophy of 
knowledge” 12. 
 
The Top-down privileging Morgan here refers to is the conception of choosing 
ontology before anything else.  
Ontology becomes the deciding factor when choosing epistemology methodology, 
research questions, method for research and later the answer to the research questions. 
To Morgan that becomes “too narrow” – or too limited in other words. We have 
chosen to take Morgan’s approach – thus we choose an epistemology and ontology 
but we will not limit ourselves on the basis of what we choose.  
 
Following up on our pragmatic philosophy, there is no point in choosing a strictly 
driven deductive approach or a strictly driven inductive approach – e.g. we will not 
limit ourselves to dualisms. As Johnson and Onwuegbuzieputs it:  
 
“The bottom line [of pragmatism] is that research approaches should be mixed in 
ways that offer the best opportunity for answering research questions[…]we are 
advocating a needs based or contingency approach to research methods” 13. 
 
We will take an abductive approach, which means we have free hands to switch 
between research strategies.  
As we are following Morgan’s notion of pragmatism we have found a quote from him 
stating why he advocates for abduction: 
 
 “Try to imagine acting in the real world for as long as 5 minutes while operating in 
either a strictly theory-driven, deductive mode or a data-driven, inductive mode – I 
[Morgan] certainly would not want to be on the same road as anyone who had such a 
fatally limited approach to driving a vehicle! 
                                                        
12 Morgan 2007 p. 68 
13 Johnson, R.B & Onwuegbuzie, A. J. (2004): Mixed methods research: A research paradigm whose 
time has come. Educational researcher, 33 (7)  
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The pragmatic approach is to rely on a version of abductive reasoning that moves 
back and forth between induction and deduction14” 
 
By choosing an abductive approach we have implicitly chosen Mixed Methods. 
The reason for this is that deduction is normally linked to quantitative research 
design. This is due to that the deductive method is a way in which you can test 
theories - especially through the gathering and analysis of data. 
Induction; on the other hand is a research method where the outcome is a theory. In 
other words, the process of induction involves drawing generalizable inferences out of 
observations15. 
By using both induction and deduction we use Mixed Methods.  
Mixed Methods is a way in which you mix (or combine) the qualitative- with the 
quantitative research. This means that we can both have a questionnaire (which is 
quantitative) and a long interview with one particular person of interest (qualitative). 
The strength lies in the intersubjectivity as well as the removal of boundaries for 
research. Moreover we expand our research, that is; we make it more comprehensive.  
 
Tashakkori and Teddlie describe the weakness of using mixed methods. They argue 
that:  
 
“paradigm incompatibility, which asserts that the conflict between Qualitative and 
Quantitative Research is so fundamental that it is impossible to combine them, and 
other approaches that claim it is possible to combine qualitative and quantitative 
methods without violating philosophical principles” 16. 
 
Also Bryman has arguments against mixed method research. 
The first argument is that research methods are rooted in ontological and 
epistemological decisions: 
 
                                                        
14 Morgan, 2007 p. 71 
15 Bryman, Alan, Social Research Methods, third edition2008, Oxford University Press p. 11  
16 Thashakkori, A & Teddlie, C. (2003): Major issues and controversies in the use of mixed methods in 
the social and behaviroal sciences. Found first in David L. Morgan’s: “Journal of Mixed Methods 
Research” p. 52 
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“For example, participant observation is not simply about how to go about data 
collection but a commitment to an epistemological position that is inimical to 
positivism and that is consistent with interpretivism”17. 
 
The second argument is that quantitative and qualitative research methods are 
separate paradigms and therefore cannot be intervened: 
  
“Therefore, when researchers combine participant observation with a questionnaire, 
they are not really combining quantitative and qualitative research, since paradigms 
are incommensurable – that is, they are incompatible: the integration is only at a 
superficial level and within a single paradigm18” 
 
This is also very well in line with Tashakkori and Teddlie’s notion of paradigm 
incompatibility (see above).  
Consequently, when mixing quantitative and qualitative data one has to be very 
careful. One should elaborate on why one is doing it, and have to be able to argue, 
why one chooses that specific research method for that specific area of the project. 
 
In our project we will mix our methods in the way that we both have a qualitative 
interview (with Mikkel Klinge Nielsen from Syntesetanken) and quantitative data 
about peripheral Denmark, which we focus on. Together they will form the basis of 
our analysis and later conclusion, where we look at if it will benefit the real estate 
market in peripheral Denmark to have a Public banking system.  
 
2.2 Epistemology 
According to Delanty and Strydom; pragmatism is closely allied to positivism:  
 
“Pragmatism is sometimes regarded as a philosophical movement closely related or 
allied to positivism19”. 
                                                        
17 Bryman 2008. Social Research Methods p. 604 
18 Ibid p. 604 
19 Delanty, Gerard – Strydom, Piet: Philosophies of Social Sciences: The classic and contemporary 
readings, Open university press. 481 pages… p. 277  
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However, because we are more in line with Morgan’s notion of pragmatism, we state 
that pragmatism is not linked up on anything:  
 
“Intersubjectivity also represents the pragmatic response to issues of 
incommensurability. In a pragmatic approach, there is no problem with asserting 
both that there is a single “real world” and that all individuals have their own unique 
interpretation of that world” 20. 
 
 In this project, though, we have chosen that positivism is the epistemology that fits 
the best. As positivists we advocate for the use of natural scientific methods in the 
study of Social Sciences. Moreover positivists believe that only phenomena and 
knowledge: 
 
“…[which is]confirmed by the senses can genuinely be warranted as knowledge21” 
 
Moreover, positivists are closely aligned to the principle of inductivism but as we 
already have a theory to test (Syntesetanken’s notion of a Public banking system), it is 
not the case.  
Another way to find out which epistemological stance we are to take is by eliminating 
other stances - in this case realism and interpretivism.  
Realism does like positivism advocate for the use of natural scientific methods in the 
study of Social Sciences. But unlike positivism, realism says that there is a world 
independent of our mind.  
Interpretivism on the other hand is generally critical to the use of scientific research 
methods. They think that people and institutions are so fundamentally different that 
you should study with that in mind. Give room for the distinctiveness of people22.  
 
2.3 Ontology 
By choosing positivism we have explicitly chosen objectivism.  
                                                        
20 Morgan, 2007 p. 72 
21 Bryman, Alan: Social Research Methods p. 13  
22 Ibid, p. 15  
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Objectivism does (like positivism) advocate for the testing of theories through the 
analysis of data23.  
 
Furthermore objectivism: 
 
“…implies that social phenomena and the categories that we use in everyday 
discourse have an existence that is independent or separate from actors”24. 
 
It means that those social phenomena are beyond our reach as social actors.  
Objectivists follow the hierarchy in society. They do what is expected from higher 
ranks and they tell people, lower in the hierarchy, what to do.  
The reason why we are not constructivists is that constructivists believe that social 
actors continually accomplish social phenomena. It means that research: 
 
“…always presents a specific version of social reality, rather than one that can be 
regarded as definitive. Knowledge is viewed as inderterminate25” 
 
2.4 Methodology Interview 
As one of the goals for this semester project was to find new empirical knowledge 
(“Therefore, the project work during this semester involves students doing “field 
work””26), we had a long process thinking about which kind of knowledge would be 
interesting to bring in.  
We did not find the obvious reasons for doing statistical work, as we thought it would 
not make any sense making a survey for a subject that is so fundamentally different to 
what people are normally used to. If we were to make a survey it would have required 
that people knew exactly what Syntesetanken’s suggestion(s) is/are about. For 
example: Everyone that is going to buy a house thinks it is great to buy one with no 
interest rate, but they do not know what else would be implemented by 
Syntesetanken.  
                                                        
23 Bryman, Alan: Social Research Methods p. 22 
24 Ibid p. 19  
25 Bryman, Alan: Social Research Methods p. 19  
26 Taken from ”The Student Handbook” p. 59  
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Instead we chose to do an interview with the co-founder and manager of 
Syntesetanken: Mikkel Klinge Nielsen.  
We thought it to be interesting to ask, what he thinks, it will do for peripheral 
Denmark to have a public bank, as well as what he sees are the pros and cons of 
making a public bank. 
 
The interview was very successful and Mikkel Klinge Nielsen was also open to 
discuss possible cons of making and running a public bank.  
 
As we did this interview we got some first-hand qualitative data. As explained we did 
not get first-hand quantitative data but we elaborate on quantitative data (especially in 
the section about the real-estate market in peripheral Denmark) and therefore, we 
argue (as written earlier) that we are using mixed methods.  
 
According to Bryman qualitative material gives rich and detailed answers: 
 
“In qualitative interviewing, there is much greater interest in the interviewee’s point 
of view; in quantitative research, the interview reflects the researcher’s concerns”27 
 
 Within qualitative interviews we chose a semi structured approach, which meant we 
had some questions ready, but we were very excited to hear Mikkels ideas behind the 
Syntesetanken as well. As we were three people doing the interview and four people 
talking in total; the semi structured interview was according to bryman28 the right 
choice:  
If more than one person is to carry out the fieldwork, in order to ensure a modicum of 
comparability of interviewing style, it is likely that semi-structured interviewing will 
be preffered.  
 
We chose to make the interview in Danish to create a more relaxing environment as 
all interviewed; including interviewers, spoke Danish. We therefore thought it would 
give us the best and more precise answers and that is also the feeling we stand with 
after the interview.  
                                                        
27 Bryman, Alan: Social Research Methods p. 437 
28 Bryman, Alan: Social Research Methods p. 439  
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If we quote anything from the interviews, it is therefore freely translated.  
Note that when we quote, we write the time in the interview when, that specific quote 
is from. It makes it easy for both the reader and for us to find the quotes.  
 
A critique of the interview is that we do not have an opposing side. Mikkel was (as 
already mentioned) open to discuss possible cons, but it would have required an 
interview with an opponent mind to get a broader picture. The issue regarded to this is 
that there is no clear opponent to Syntesetanken’s thoughts. As Mikkel points out29 
Syntesetanken’s suggestion is non-political in the way that both the left- and right-
wing has arguments for- and against it. 
 
 
2.5 Author Specification 
2.5.1 Adam Smith 
Smith, Adam: Born 1723 in Scotland. Died in 1790 
Smith was a Scottish philosopher and economist who is known for his publication of 
“An Inquiry into the Nature and Causes of the Wealth Of Nations” (1776). 
He got his professor-degree from Glasgow University but during his studies he was 
also a student of Oxford University in England. 
We use his theories of “The Economic Man” and “The Invisible Hand. 
Both of them are from his work, The Wealth Of Nations (1776), one of the most 
influential books Smith ever wrote30. It was the first literature to: 
 
“…advise sovereign governments how to manipulate and channel the wealth-creating 
power of markets to their direct advantage”31. 
 
With the publication, Smith gave a suggestion to a new way of constructing the 
economic system and measuring wealth. 
 
                                                        
29 Syntesetanken, interview, (min 35)  
30 http://www.adamsmith.org/adam-smith (14.04.2012) 
31 Adam’s Fallacy p. 1 
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2.5.2 Andrei Schleifer 
Schleifer, Andrei: Born 1961 in Russia. 
Schleifer is now an American citizen and professor of Economics at Harvard 
University from 1991 to present time. His field is within financial economics.  
He has received many awards, most noticeably the John Bates Clark Medal from 
American Economic Association in 1999. 
We use his work: “State versus Private Ownership” which was published in “journal 
of Economic Perspectives” in 199832.  
  
                                                        
32 http://www.economics.harvard.edu/faculty/shleifer/cv/AS_CV.pdf (Harvard University, Department 
of Economics, 13.05.2012)  
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3 Empirical Investigation 
3.1 The Mortgage System In Denmark 
The mortgage system as we know it today origins back to 1797. A fire had destroyed a 
fourth of Copenhagen back in 1795. The need for an organised credit market emerged 
since the rebuilding process was about to start. A group of wealthy men decided to create 
the first mortgage company in Denmark “Kreditkassen for husejere i Kjøbenhavn”33. 
The Danish mortgage system is unique according to the mortgage council – since it 
has been shaped around some crucial principles; the coherence between the loan that 
the owner of the house applies for, and the bond that the Mortgage Company is 
issuing in order to finance is 1 to 134.  
This connection between the loan and the bond has always been a key factor in the 
Danish mortgage system.  The loan taker is receiving the loan and thereby accepting 
that the mortgage company is taking security in the house, the investors are receiving 
bonds. The mortgage company will be secured by registering a mortgage deed35.   
The loans are offered with different durations and bond rates. It is very common that 
the companies are able to offer mortgage loans where the interest is constant during 
the loan; also loans with variable interest are offered. The loans can last up to 30 
years36. 
The bonds are being issued in different series, a series is usually issued within a 
period of a couple of years, the series will then end and a new will begin37. An 
example of a of 30 year loan - the bond would be called 3,5 % 2044, this means that 
the series would be open until 2014, but only for loans with an interest at 3,5 %. The 
series are being made as big as possible in DKK, this makes them easier to sell and 
also easier to buy. The interest could possibly change in a way that makes the bond 
price go down to rate 93. The loaner now wants to pay off the mortgage; it will now 
                                                        
33http://www.realkreditraadet.dk/Files/Filer/7%20Nyt%20og%20Presse/Nyheder/Realkreditrådet_Den
%20klassiske%20danske%20realkreditmodel.pdf  (11.05.2012)  
34 Ibid 
35 http://www.nykredit.dk/privat/info/realkredit/realkreditlaan.xml (15.05.2012) 
36 Ibid 
37 https://www.nykredit.com/investorcom/ressourcer/dokumenter/pdf/Prospectus_JCB_E_H_DK.pdf - 
(09.05.2012) 
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be cheaper to buy bonds from the same series for the rate 93 than pay off the 
mortgage for rate 10038. The joint and several liability for all loan takers that has a 
mortgage in the same series means that they joint and several liability for each other, 
in case the series fails and the economy has turned bad39. The bad economy in the 
series could be caused of some of the loan takers that are not able to pay the loan 
payments; this will lead to bankruptcy and foreclosure auctions - losses. The loan 
takers are paying some kind of “security” within their payments in order to avoid 
financial chaos. It is not common at all that the series are going down; the payments 
have been raised in some cases in order to avoid further losses.  
This method of joint and several liabilities makes the Danish model safe40, it is 
attractive for the demand and is also 
strengthening the rating. This is 
benefitting the loan takers in the end. 
High rating means a lower interest for 
the loan taker. 
Here are some key facts of the 
mortgage system: 
• The loan taker is secured low and 
transparent prices on  
the loan and has unique 
possibilities to pay it back 
before time.  
• The investor that bought the bonds will not risk a loss of the money.  
• This model has a stabilising effect on the Danish economy and is also supporting 
the financial stability41.  
                                                        
38http://totalkredit.dk/TKdkcms/uploads/documents/investor/dk/obligationsprospekt/obligationsvilkaar/
serie_TK111Cs/DK000471755-0.pdf (13.05.2012) 
39 iBid. 
40 http://www.danskebank.dk/da-dk/Privat/Opsparing-og-
investering/Investering/Produkter/Pages/Obligationer.aspx (07.05.2012) 
41 iBid. 
Kilde:http://www.realkreditraadet.dk/Files/Filer/7
%20Nyt%20og%20Presse/Nyheder/Realkreditråd
et_Den%20klassiske%20danske%20realkreditmo
del.pdf  
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The mortgage companies are earning money on the different fees that are connected 
with the creation of the loan42. The loan taker will have to pay a start up fee once a 
contract has been signed, other fees would be: 
• Changing fees  
• Fulfillment fees 
• Arrears fees  
• Registration fees  
• Payments  
The above fees differ from the different products the loan taker is able to choose 
from43.  
 
3.2 Syntesetanken 
The 3 organisations; Retsforbundet, J.A.K., and Basisindkomstbevægelsen created the 
fundamental ideas of Syntesetanken44. 
These ideas, Syntesetanken collected and created one overall theory as a suggestion to 
a more sustainable economic system. We will explain the foundation of 
Syntesetanken and their main ideas. This, we think is necessary to get a broader 
knowledge about the think tank and their suggestions. However, our main focus in the 
report is the proposal of a public banking system. 
 
The think tank was created in January 2010 by Mikkel Klinge Nielsen and leading 
members from J.A.K., Retsforbundet, and Basisindkomstbevægelsen. Syntesetanken 
will be driven by the think tank itself even though the 3 organisations created it and 
also support it financially.  
 
The board of Syntesetanken consists of:  
                                                        
42 http://www.nykredit.dk/privat/ressourcer/dokumenter/pdf/Priser/Prisblad-laan-DKK.pdf - accessed 
(15.05.2012) 
43 http://www.nykredit.dk/privat/info/realkredit/oversigt-realkredit-produkter.xml - accessed 
(15.05.2012) 
44 J.A.K. Bladet April 2012 P. 7 
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Mikkel Klinge Nielsen (daily leader of Syntesetanken and development manager in 
Andelskassen JAK), Erik Christensen (associate professor at Aalborg University and 
Board Member in Basisindkomstbevægelsen), Uffe Madsen (former CEO in 
Folkesparekassen), Wolmer Møller (CEO in Andelskassen J.A.K.), Lars Bækgaard 
(associated professor at Aarhus University and member of the leading board in 
Retsforbundet), Poul Gerhard Kristiansen (spokesman of politic at Retsforbundet) and 
Jakob Mikkelsen (chairman at Landsforeningen JAK).45 
 
3.2.1 Retsforbundet 
Retsforbundet is a political party that has been represented in the Danish Parliament 
from 1924-198146. They are working toward installing land value taxation. This 
ensures that the richer part of the population does not get richer while the poor part 
does not get worse of.  
The land value taxation will also have an effect on the people and companies buying 
properties and land only with the purpose of earning money on rising land-value.  
For instance, the founder of Essex Invest Peter Halvorsen owed 30 different Danish 
banks 7 billion DKK in total, in October 201147. His business model might be 
affected if the land value taxation will be performed in the future – since 
Synetesetanken with the money reform will introduce the land value taxation. This 
means that the land value created by the development in the society will be collected 
by the state in taxes48. 
Furthermore, Retsforbundet is very pro a greener Denmark and supports new ways of 
thinking climate49. 
 
3.2.2 J.A.K.   
J.A.K. is an organisation consisting of 3 organs; The J.A.K. national association, the 
J.A.K. regions and the J.A.K. co-operative banks.  
                                                        
45 www.syntesetanken.dk (03.04.2012) 
46 http://www.vboe.dk/wp-content/uploads/2011/09/Høringsoplæg-af-20.-september-2011.pdf 
(12.02.2012) 
47 http://www.dr.dk/Nyheder/Penge/2011/10/11/161603.htm (12.02.2012) 
48 Syntesetanken interview (min 37) 
49 http://danmarkshistorien.dk/leksikon-og-kilder/vis/materiale/retsforbundets-partiprogram-1919/ 
(05.05.2012) 
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The organisation is working for a society without interest rates; the money should 
work in the interest of the people and not in the interest of the private men/women. 
Further, J.A.K. is against the use of money as a commercial product. Money should 
only be used as a tool to make a turnover.  The interest rates create a society out of 
balance as the poor part of the population becomes even more poor, since they have to 
pay their loans back + interest rates. The rich part of the population would often be 
the lender and they would earn more money, at the expense of the poor. This is where 
the unbalance is created; the interest rate and the compounded interests that have to be 
paid back to the lender50.   
The co-operative banks operated by J.A.K. have already taken the first step towards 
reaching a society without interest rates and compounded interests, they have made it 
possible to receive loans where the loan-taker does not pay interest rate, this is 
possible, only because some clients accepts to have a savings account with no interest 
rates. To cover the administration costs, J.A.K. is asking for a yearly administrative 
fee51.  
 
An example of a different way of doing banking was presented by J.A.K.’s co-
operative bank when they hosted an event called “Reboot banking workshop” the 10th 
of May in Copenhagen. Here, J.A.K. presented the IT-strategy of the company. They 
made clear that they currently, as well as in the future, would use free software.  
The programs being used in the companies have been produced by thousands of IT-
engineers around the world, which means that once an app or a new program has been 
produced – all the competitors (private banks as well) will be able to get the product 
for free. This of course has some pros and cons, the company does not have to invest 
big amounts of money in licenses, but on the other hand they cannot avoid 
competitors from taking their masterpiece. The argument from IT-architect Martin 
Kjær Jørgensen was that, now a day it is almost impossible to hide different products 
from your competitors. Further, hiding a product from a competitor might as well lead 
to hiding it for your clients as if you have to keep quiet about it52.  
 
                                                        
50 www.jak.dk 
51 J.A.K. Bladet April P. 12 
52 Note from Reboot Banking Workshop, held by J.A.K. co-operative bank. 
 21
Contrary, a private bank like Jyske Bank spends about 40 millions DDK per month on 
maintaining and developing IT-solutions, confirmed by their managing director, 
Anders Dam53. Jyske Bank is entering an IT co-operation with other private banks in 
Denmark to cut costs. The notion is to use the same systems as the rest of the banks 
and thereby saving on developing system etc. Anders Dam confirmed that Jyske Bank 
would save millions on centralising the IT knowledge in one unit with their 
competitors54. This will in the future lead to that the private banks have the same 
system. 
 
3.2.3 Basisindkomstbevægelsen  
This organisation has been very committed to presenting a proposal to reform the 
Danish labour- and social system. This means that all citizens have the right of a basic 
income, no matter if the person is employed or not. The organisation believes that this 
could help avoiding the current unemployment, the bureaucracy and the clientisation.   
 
The 3 organisations have been focused in 3 different symptoms of a crisis in the 
modern society55. 
The main target of Syntesetanken is to achieve a more sustainable democratic 
development in Denmark. To specify, it is working for an establishment of a 
sustainable democratise market economy – this means a system that takes account of 
the resources of the nature and that respects - that nature has a limited amount of 
resources, to ensure social justice, and to make progress in the democracy, as well as 
to unfold the potential of the market economy.  
Syntesetanken is first of all concentrating on a reform of the economic system in 
Denmark. They expect it to be ready to perform in 2020 – this reform will be a door 
opener for new decision making56.  
 
 
                                                        
53 http://jyskebank.tv/012832619481641/bankdata-og-jyske-bank-indgr-et-it-samarbejde (min 4) - 
(26.03.2012) 
54 Ibid 
55 http://www.vboe.dk/wp-content/uploads/2011/09/Høringsoplæg-af-20.-september-2011.pdf 
(12.02.2012) 
56 www.syntesetanken.dk  
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3.2.4 Challenges In The Current Economy 
3.2.4.1 Economic Growth 
Syntesetanken’s opinion about economic growth is that it has created the society that 
we have today, a good living standard, democracy and the creation of the welfare 
state. 
Further, they argue that economic growth is untenable and in the long run it is not 
possible.  
An increase in production will increase the load on the environment. There are limits 
for how much the climate can handle. We have already exceeded the limit for how 
much the environment can handle and the ecosystems are collapsing. 57  
 
“The technology we have today, is not at the level where we can increase production 
without damaging the earth”58. 
 
The dilemma is that if we continue with the current system, the earth will at some 
point react in a negative way. This will mean that production and jobs will be lost. We 
have to establish an economy that can be performed within the rules of the climate as 
well. The current system is forcing us to create growth every year, to avoid 
recession.59 
 
3.2.4.2 Permanent Unemployment 
Syntesetanken argues that higher productivity in production has resulted in a 
permanent unemployment and that innovation in technology has resulted in a better 
and faster production setup. This means that we do not have enough jobs for the 
people that would like to work60. 
                                                        
57 http://www.syntesetanken.dk/wp-content/uploads/2012/05/Bæredygtig-demokratisk-
markedsøkonomi.pdf  p. 5 (27.02.2012) 
58 Ibid 
59 Ibid 
60 http://www.syntesetanken.dk/wp-content/uploads/2012/05/Bæredygtig-demokratisk-
markedsøkonomi.pdf  p. 5 (27.02.2012)  
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Statistics show that 25 % of the labour force has constantly been out of the labour 
market on different types of social security equalling to approximately 800,000 
recipients per year61.    
The society has therefore expelled a fourth of the 18-66 year old from an important 
part of the society. 
Activation is an expensive and ineffective solution, the society does not gain as much 
as they give. The central challenge is that with the current setup with a workweek 
consisting of 37 hours – we do not have enough jobs for all. Since the climate is 
already facing seriously challenges it is not a good solution in the long run, to 
increase production62. 
 
3.2.4.3 Economic Privileges  
Syntesetanken is of the perception that the right to create money is a very valuable 
economic privilege. The private banks today mainly handle the creation of money in 
Denmark. The private banks are creating 93 % of the money supply. 
1 % of the population owns more than 60 % of the land in Denmark63. Enormous 
nature – and society created incomes stem from this land. The value of the land will 
rise in the same pace as the development in the whole country and the difference in 
land value will benefit the owners, even though the owner of the land was not the one 
that caused the increase in the land value.    
The think tank is of the opinion that human beings are born with different talents – 
these talents are being raised under different social circumstances in different 
societies and with different opportunities. There is a big difference in what 2 people 
with the same effort are able to gain from their efforts. Within the employed there is 
in the one end of the scale a group, which contains of people that earns a high salary 
and always are able to get jobs; in the other end of the scale a big group of people that 
earns small amounts and most of the time are unemployed, or never get the chance to 
                                                        
61 Ibid 
62 http://www.syntesetanken.dk/wp-content/uploads/2012/05/Bæredygtig-demokratisk-
markedsøkonomi.pdf  p. 6 (27.02.2012) 
63 Ibid 
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enter the labour market. The first group has an economic privilege because of social 
heritage and environment 64.  
Syntesetanken has created 3 reforms that will be able to change many of the large 
challenges that Denmark is facing during the present time.  
 
3.2.4.4 The Land Value Taxation Reform 
- Implementation of land value taxation – this means a yearly fee, it has to be paid by 
everybody, which have a deed for land. The fee has to equal to the land interest (the 
yearly utility value) on the specific piece of land. 
 
3.2.4.5 The Money Reform  
- The National bank musts have monopoly to create electronic money and to run the 
infrastructure of the payment system.  
- A public bank will be established, it will be in charge of financing the real estate 
market in return the clients will have to give security for the loan. The clients also 
have to make a savings account in order to be able to get the loan. Both parts will be 
based on non-profit terms.  
- The banks financing activity of companies will be based on profit-and-loss-sharing 
terms. 
3.2.4.6 The Basic Income Reform  
 - All citizens will be given a right to receive an income at a modest level. 
(Between state pension and unemployment support) – a basic income. It is financially 
independent from income and wealth and without any requirements of being disposal 
for the state or to be in activation. The basic income will replace the most of the 
welfare payments that we have today.  
- The basic income will be financed by the land value taxation. The 3 reforms will in 
cooperation influence the 3 main problems/challenges - that exists in the current 
                                                        
64 http://www.syntesetanken.dk/wp-content/uploads/2012/05/Bæredygtig-demokratisk-
markedsøkonomi.pdf  p. 6 (27.02.2012) 
 25
growth economy.  
First of all the land value taxation and money reform will play a significant role in 
softening the economic growth, which is the main reason for the existent system is 
missing out on the ecological sustainability. 
Second of all the basic income reform will improve the allocation concern, since it 
will ensure that mutual values will be spread equally.   
All the 3 reforms will improve the allocation issue that one is facing today, because 
the land value taxation and money reform will eliminate the private land- and money 
monopolies and the basic income reform will reduce the importance of monopoly 
making on the labour side.  
This means a bigger degree of economic efficiency since it will cause more 
transparency and is clearer throughout the economic frames. This could lead to free 
competition, in a market economy within obvious political determed ecological and 
social lines65. 
 
3.2.5 The Interest Rate 
Every time a production has started it has happened with lend money, this means that 
the debt and the interest burden will rise.  
The companies producing goods will be forced to lend more money in order to pay 
the monthly fees back to the bank, and since the bank is not interested in commodities 
but cash, the companies will have to make new loans to cover the monthly payments 
of the old loans66. 
This means that the population will face very good periods when the economy is 
booming and a lot of money is circulating in the system. The other possibility is a 
recession with low activity: wage freeze, price stop, layoffs and cost reduction in the 
public sector.  
 
                                                        
65 http://www.vboe.dk/wp-content/uploads/2011/09/Høringsoplæg-af-20.-september-2011.pdf  p. 6 
(12.02.2012) 
66 http://www.jak.dk/forening/a1-00_En_rentefri_samfundsbank.htm  p. 3 (17.05.2012) 
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“The need of money can possibly lead to unemployment and many unfinished projects 
within the region”67. 
 
The current mortgage system is demanding us to grow every year, in order for the 
population and the companies to be able to pay back interest. This could lead to 
companies choosing to produce commodities of a lower quality than they usually do, 
prioritise the climate lower than their politics states or ignore a bad working climate 
for its employees.  
Following this path will lead the population to a more stressed reality, and a big fight 
towards the interest68.  
 
 
3.2.6 The Public Bank 
The money reform and the establishing of the public bank, will lead to a more risk 
free society. Syntesetanken is arguing when we take out the interest in the society we 
are not forced to grow every year in order not to go bankrupt. The market will now be 
more predictable since the interest will be gone, other factors will still play an impact 
in the market. Syntesetanken will lend money out for no interest but just an 
administrative fee. The idea is to make loans on a non-profit base69. 
 
“At the moment Syntesetanken is expecting the administrative fee to be 0,30 % 
p.a.”70. 
 
The interest free loans will mean that the difference between rich and poor does not 
get even bigger, since the loan taker now simply pay their loans back. The interest and 
compound rate will be relinquished. This will lead to people quit speculating and 
earning on society based values like land.  
The debtor is now accepting the public bank to pledge his house as security, the value 
of the land is not worth anything it is the house that the citizens are getting loans for. 
                                                        
67 http://www.jak.dk/forening/a1-00_En_rentefri_samfundsbank.htm  p. 3 (17.05.2012) 
68 Ibid 
69 J.A.K. Bladet April 2012 P. 12 
70 Ibid 
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The land will be equal 0 DKK, the value of the land will be regulated every month/ 
year by the land value taxation reform71.  
 
The Public bank will be established with capital from the state, it will be organised as 
an independent institution; it will be represented in all municipalities in the country. 
Every public bank will have there own council. The council will be deciding which 
projects the deposited money should be invested in, the money will have to be used in 
the same area as they came from72.   
The public bank will be able to accept people for interest free loans by taking money 
in on savings accounts without interest. The advantaged of having the savings 
accounts is that the money will be guaranteed by the state73. The private banks as we 
know them today, will be investment banks.  
 
How to place the money 
 
• Checking account in the national bank; without any interest. The money will 
be guaranteed by the state74.   
• Savings account in the preferred bank; with interest, the money will not be 
guaranteed by the state 
• Savings account in the public bank; no interest but the money will be 
guaranteed by the state75. 
 
 
The idea is to keep the money from the savings accounts in the specific areas so the 
money will not be centralized or go from the outskirts of Denmark to projects in 
Copenhagen or Aarhus. In case the politicians decide to boom an area building wise 
or investing in companies, it would be possible to move money to pools in the 
outskirts of the country76. 
                                                        
71 Syntesetanken Interview (Min 15) 
72 Syntesetanken Interview (Min 31) 
73 J.A.K. Bladet April 2012 P. 12 
74 Syntesetanken Interview (Min 6) 
75 Ibid 
76 Syntesetanke Interview (Min 29) 
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The argument for a decentralising organisation is that the outskirts are already 
suffering at the moment; money is being moved from these areas to metropolis. 
Syntesetanken would like to avoid this, and the main idea is to make it possible for all 
Danes to be accepted for a loan no matter where in the country you are located 
geographically77.  
The tasks for the public bank will mainly be financing the real estate market. The 
public bank will replace the mortgage companies, as we know them today.  
The Public Bank will take over – this means that the mortgage companies will phase 
out business. There will be a transition period where the public bank is running but at 
the same time loans from the mortgage companies will have to be paid out78. 
The mortgage companies are selling bonds that possibly give the buyer a profit due to 
the interest.  
Syntesetanken have found some alternatives to the bonds as we know them today: 
• Domestic stocks 
• Foreign stocks and bonds. 
• Savings account in the preferred bank; with interest, the money will not be 
guaranteed by the state. 
• Savings account in the public bank; no interest but the money will be 
guaranteed by the state 79 
 
 
The people can apply for loans for new built buildings, change of ownership and 
improvements made on the specific building80.  
The public bank will also be financing public projects, an example could be new 
schools, and it will also finance other projects that the state or municipality will give 
security.  
   
                                                        
77 J.A.K. Bladet April 2012 P. 12 
78 Ibid 
79 Ibid 
80 Ibid 
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3.2.7 Public Bank vs. Private Bank 
• Privates and companies will finance their real estate in the public bank with 
the same mortgage laws as today. The loans will be interest free, but a yearly 
administrative fee will be charged. 
• Public buildings and loans with security granted by state or municipal will be 
given with the same terms as above. 
• The private banks with their conditions will handle loans for companies like 
overdrafts etc. 
• The private banks will handle additional loans81. 
  
3.3 Peripheral Denmark 
3.3.1 Employment Forecast In Peripheral Denmark 
Forecasts predicts that the province will face challenges; Esbjerg has already had 
troubles attracting graduates from the Technical University in Copenhagen to the 
area, even though companies like Mærsk and Semco Maritime were hiring people and 
the unemployment among engineers below 30 is around 10 %82.  
These challenges regarding peripheral Denmark have been debated a lot recently. It is 
a huge challenge as bottlenecks are created83.  
The above example is also valid for young people from the areas that are described as 
the outskirts of Denmark84.  
Most of the young people moving from the outskirts of Denmark to the bigger cities 
are moving because of their specific education is placed in the given area85. This trend 
will be a problem for the outskirts since forecasts shows that Copenhagen will 
increase in jobs and Region South Denmark will decrease.  
The municipal of Tønder has now for the 5th year in a row been ranked as the 
municipality in Denmark where a Danish family would achieve the highest disposable 
amount per year, the difference between living in Tønder and Frederiksberg is as 
                                                        
81 J.A.K. Bladet April 2012 P. 12 
82 http://www.tvsyd.dk/artikel/137607:Ingenioerer-vil-hellere-paa-dagpenge-end-arbejde-i-Esbjerg - 
accessed (11.02.2012)  
83 http://www.dr.dk/Nyheder/Indland/2010/05/06/060753.htm - accessed (28.01.1012) 
84 http://www.dr.dk/Regioner/Syd/Nyheder/Toender/2010/05/09/104625.htm - accessed (28.01.2012) 
85 http://www.dr.dk/Nyheder/Indland/2011/12/12/12122427.htm - accessed (28.01.2012) 
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follows: Tønder with a disposable amount per year 358.263 DKK and Frederiksberg 
with a disposable amount per year164.583 DKK = 193.680 DKK per year86. This 
means that it would be attractive for companies and Danes to move to these areas if 
they would be accepted as loaners in the different mortgage companies87 
The crisis has caused that Denmark has lost 150.000 jobs in the private sector, 
100.000 of the jobs in Jutland and on Funen and only 15.000 in the capital area88. 
Having in mind that Copenhagen is growing by 19 inhabitants every day89. The 
companies based in the capital region spends 5,2 % of the regional GDP in innovation 
and this is by far the highest number among the regions in Denmark, this also means 
that the companies based in this areas, have a bigger chance of expanding and keeping 
their market shares. The industrial jobs, jobs that requires low education or non, are 
among the jobs that have been seen disappear from Jutland and Funen during the 
crisis, this means that the regions west of the capital region now has to compete 
against the capital to keep and also attract companies to their respective areas90.  
 
3.3.2 The BRF Kredit Case 
The BRF Kredit case received a lot of attention in the beginning of the year (2012) 
since BRF Kredit by a mistake admitted to a potential client that, the house he was 
interested in buying was placed in an geographical area that BRF was not interested in 
doing business in91. This case was of such big importance that the minister Carsten 
Hansen commentated it and promised that he wanted to look into the case and have 
the mortgage companies clarify how they handle the loan requests92. The discussion 
about the black spots that are not of interest for the mortgage have been something 
they have been able to keep down at a minimum, but the current situation with houses 
that have been for sale for years and a crisis that has not ended yet – have made this 
subject very interesting. 
                                                        
86 http://penge.dk/bolig/kommuneguiden/faa-flere-penge-i-provinsen - accessed (30.01.2012) 
87 http://penge.dk/bolig/bolig/svaert-at-faa-boliglaan-i-udkantsdanmark - accessed (04.03.2012) 
88 http://www.kl.dk/Erhvervs--og-regionaludvikling/Hard-kamp-om-jobbene-id101369/ - accessed 
(28.04.2012) 
89 http://www.byoghavn.dk/da-
DK/Presse/Nyheder/2011/nyhed.aspx?newsid=0CEC6243888F41C48512700E5A348B38 - accessed 
(28.01.2012) 
90 http://www.kl.dk/Erhvervs--og-regionaludvikling/Hard-kamp-om-jobbene-id101369/  - accessed 
(28.04.2012) 
91 http://www.dr.dk/Nyheder/Indland/2012/02/28/082440.htm - accessed (01.03.2012) 
92 Ibid 
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The rural districts united council has in the last couple of months received more and 
more indications on that the mortgage companies operate with minimum prices and 
black lists. It has now been confirmed. 
  
“This business model will affect the number of the population in the rural districts in 
a negatively 93 “ 
 
This made the major of Haderslev municipal, Jens Christian Gjesing, which Årø 
belongs to as well, comment:  
 
“It is hazardous business. It is completely crazy 94” 
and 
“It is not because of Årø, that some got into financial problems95” 
 
 
3.3.3 The Status of Peripheral Denmark 
3.3.3.1 What Is Peripheral Denmark – a Definition 
We will in this chapter explain and define what peripheral Denmark is. 
Simply put peripheral Denmark can be explained as places with low population 
density. In a map from 2006 the Danish municipalities were ranked after population96: 
City is the largest, followed by town, countryside and outer- municipalities.  
They represent the following colours: 
• Outer municipalities (purple) 
• Countryside municipalities (red) 
• Town-municipalities (yellow) 
• City-municipalities (white) 
                                                        
93 http://www.jv.dk/artikel/1289644:Business--Landdistrikters-bange-anelser-bekraeftet  - accessed 
(28.02.2012) 
94 http://www.jv.dk/artikel/1289668:Business--Borgmester--Boykot-kreditforening - accessed 
(28.02.2012) 
95 Ibid 
96 The map has been taken from page 32 from “Landdistriktsredegørelse 2011”. Written by the 
Government. Accessed the 20th of April. http://www.sum.dk/~/media/Filer-Publikationer-
IN/Kommuner%20og%20Regioner/2011/Landdistrikstred-2011/Landdistriktsredegoerelse-2011.ashx 
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Kilde: page 32 from “Landdistriktsredegørelse 2011”. Written by the Government. Accessed the 20th of 
April. http://www.sum.dk/~/media/Filer-Publikationer-
IN/Kommuner%20og%20Regioner/2011/Landdistrikstred-2011/Landdistriktsredegoerelse-2011.ashx 
(20.04.2012) 
 
They (the government in 2011) make the gap between city/town- and 
countryside/outer municipalities to define peripheral Denmark. The following citation 
is translated freely from Danish: 
 
“An interconnected cluster of houses with at least 200 inhabitants. That it is 
interconnected means that the distances between the houses do not exceed 200 metres 
unless the disruption is due to public places such as cemeteries”97 
 
In 2011 8,9%of the Danish population (495.983 people) were living in outer 
municipalities. 27,7% or 1.538.048 people were living in countryside-municipalities. 
                                                        
97 Translated freely from “landdistriktsredegørelse 2011”. Written by the government. Accessed the 
11th of May, page 29 
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It means that two years earlier the numbers were 9,1- and 28%. 36,6% (or 2.034.031) 
of the people in Denmark are living in peripheral parts.  
 
The next graph shows the development in population within the previously defined 
municipalities from 1995 to 2011. 1995 is index=100. 
 
• Yellow: town-municipalities 
• Blue: City-municipalities 
• Red: Countryside-municipalities 
• Dark-Blue: Outer-municipalities 
• Purple: The whole country 
 
 
Kilde: http://markedsindeks.boligsiden.dk/hele-landet/vest-og-sydsjaelland/villaraekkehuse 
(20.04.2012) 
 
From the graph we can see that as the graph for the whole country raises (the purple 
line) the overall population in Denmark has risen. 
This has also affected the towns and cities as much more people have settled down in 
these municipalities. There have also been a raise in people living in the countryside, 
though not as high as for the cities and towns.  
Worst is it for the outer municipalities. They have experienced a significant decrease 
(index= 96 in 2011) even though there was the fore-mentioned raise in population. 
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3.3.3.2 The Real Estate Market In Denmark 
A main factor we think for this 
decrease is that it is hard for people 
to settle in these parts of Denmark, 
as the banks will not lend money for 
house buys.  
An economist in BRF bank states 
that normally they (“BRF”) operate 
with a maximum of 500.000DKK 
when they mortgage houses as the 
cheaper houses statistically are 
harder to sell than more expensive 
houses. However there are parts in 
Denmark (Given: Peripheral parts) 
where the minimum required to mortgage a house is 750.000DKK98. As seen on the 
following pages where we elaborate on numbers from peripheral Denmark the real 
estate prices are falling in the peripheral parts which means it gets even harder to sell 
a house.  
“The mortgage-counsel” has developed a map to explain what parts of Denmark that 
are so-called “black spots” meaning that the mortgage unions are not very fond of 
lending money to these areas (or do not lend money at all)99:  
 
3.3.3.3 The Real Estate Market In 
Peripheral Denmark In Numbers 
We will in this chapter shed light on the 
real estate market in peripheral Denmark – 
in numbers. 
The map below shows in which part of 
                                                        
98 http://finans-dyn.tv2.dk/nyheder/article.php/id-48182806:flere-f%C3%A5r-nej-til-
boligl%C3%A5n.html – accessed the 27th of February.  
99 http://ekstrabladet.dk/kup/dinepenge/dinbolig/article1716697.ece - accessed the 29th of February.  
Kilde: 
http://ekstrabladet.dk/kup/dinepenge/dinbolig/article1
716697.ece (29.04.2012) 
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Denmark the data we have found has been taken from100. Notice that this map is not 
that accurate compared to the previous shown maps of Denmark in a peripheral 
perspective (first one showing the actual peripheral parts in Denmark, second one 
showing what the mortgage unions define as peripheral – meaning they do not like 
lending money to those parts. 
  
We have left Copenhagen and upper Zealand blank as well has Aarhus and Funen 
because of Odense. Funen can though be discussed as it mainly consists of outer 
municipalities.  
So, when we refer to peripheral parts in the following next pages about the real estate 
market in Denmark in numbers we will use the word peripheral about these parts even 
though they might not tell the full picture.  
 
3.3.3.4 Selling Periods 
Selling periods refer to how long the house has been for sale.  
The grap101 underneath shows the selling periods for houses in different parts in 
Denmark. The Y-axis shows the number of days, while the x-axis shows the timeline 
(ranging from May 2011 to April 2012).  
The colours represent the different parts. The red line shows Western- and Southern 
Zealand, the purple line shows Northern Jutland, the green line shows Western 
Jutland, the orange line shows Southern Jutland while the black line shows the 
average in the whole country.  
                                                        
100 Graphics from boligsiden.dk: Accessed the 20th of April 
101 Graphics from boligsiden.dk: Accessed the 27th of April, 2012  
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As seen in the diagram those four parts in Denmark represents our notion of 
peripheral Denmark very well: They all have higher selling periods than the rest of 
Denmark.  
It is worst in Western- and Southern Zealand where the average selling period for a 
house is just under 400 days. It has arisen with almost 80 days in less than a year as it 
was just under 320 in May 2011.  
It is though the general picture: All the peripheral parts have risen with a little less 
than 80 days in under a year.  
The average in Denmark has arisen with a little more than 60 in the same period. 
So, the point of origin was already that peripheral Denmark has a longer selling 
period. This has been made worse in the 11 months this survey represents.  
 
3.3.3.5  Real Estate Prices 
Real estate prices are interesting to look at as they might explain why there has been 
long selling periods. As explained earlier the mortgage institutions operate with a 
minimum price. 102 
The graph underneath shows the real estate prices for the same parts in Denmark as 
for selling periods103: 
                                                        
102 In the case of BRF it has arisen from 500.000- to 750.000DKK in peripheral parts.  
103 Boligsiden: Accessed the 29th of April  
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The colours represent the same as before. It can therefore be seen that the average 
house price in Denmark is currently a little more than 300.000 DKK than in Southern 
Jutland, almost 500.000 DKK more than in Northern Jutland, more than 500.000 
DKK than in Western Jutland, and almost 600.000 more than in Western- and 
Southern Zealand.  
The prices have also been falling in the period that goes (as before) from May 2011 to 
April 2012. Here it is noteworthy that the average in Denmark has decreased more 
(more than 100.000 DKK) than in peripheral Denmark – except of in Western- and 
southern Zealand where the average cost of a house has also decreased more than 
100.000 DKK.  
The average house prices in the peripheral parts now range from around 1.450.000 
DKK to almost 1.700.000 DKK. The average in the whole of Denmark is now 
2.000.000 DKK.  
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4 Theory 
Market orientations differ a lot from country to country and economy to economy. 
Some economies are more controlled by the government while others are more left to 
the markets powers. The economies controlled by governments are called command 
economies. This phenomenon is very complicated and no countries have ever made 
all decisions by central command. However, countries that are very commanded 
economies are for instance Cuba and China. Here government planners decide, what, 
how and for whom goods and services are made. Households, firms and workers are 
then told what to do104. 
The opposite extreme, of the above mentioned, is free market economy, where prices 
can freely adjust. This means that the prices will automatically adjust to reconcile 
desires and scarcity among people. In a free market people receive their self-interest 
without government restrictions105. 
In between these two extremes is the mixed economy. Here the government and 
private sector interact in solving economic problems. This can be done by for instance 
taxation, subsidies and the provision of services as defence and police force. 
Furthermore, the extent to which individuals can pursue their own self-interest is also 
restricted. All countries are mixed economies, thus it is just a question about the level 
of control by the government and the level of free adjustment. For instance, as 
mentioned Cuba and China are both very controlled by their respective government 
whereas USA has a very free market economy. Denmark is located in between, as the 
government still interfere in for instance a stagnating economy by regulating taxes 
and do public investments to affect the economy positively and make best conditions 
for the country106.   
 
4.1 Adam Smith 
We have chosen two theories by the Scottish philosopher and economist Adam Smith 
(1723-1790). These are the theories of “The Economic Man” and “The Invisible 
hand”.  
                                                        
104 ”Foundations of Economics” p. 5 
105 iBid. 
106 ”Foundations of Economics” p. 6 
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The theory of The Economic Man will help us to understand how people think and by 
which thoughts people base choices on. This, we will later compare to how the 
mortgage credit system functions in Denmark, and thereby investigate their actions 
and choices. Smith was no psychologist, however he made some theories about 
human reactions and behaviour as well like the theory of moral sentiments107. It is 
important to make clear, that such thoughts are not a part of the economic man at all, 
even though the theory was made before the economic man was published. 
 
By the Invisible Hand theory we hope to get a broader knowledge about how Adam 
Smith suggested the market to act and proceed. That, we will use to look at how the 
idea of Syntesetanken’s public bank suggestion will affect the market.   
 
4.1.1 The Economic Man 
In the theory of The Wealth of Nations, Adam Smith argues that the economic man is 
a human being that acts rational, is motivated only by self-interest, is only focusing on 
his own advantages, and reacts with lightning speed to actual and anticipated positive 
changes in his real income and wealth. Further, he is considered as being selfish and 
egoistic108. 
Because of that the economic man naturally evaluate his different alternatives before 
making a decision. He is doing this by weighing of the pros and cons the different 
alternatives brings. In the end he will choose the alternative that will promise to bring 
about the maximum benefit109. This phenomenon or method of selecting among 
different alternatives is all about utility maximisation, which we define as an 
economic concept that: 
 
“…when making a purchase decision, a consumer attempts to get the greatest value 
possible from expenditure of least amount of money. His or her objective is to 
maximise the total value derived from the available money”110. 
 
                                                        
107 http://www.adamsmith.org/moral-sentiements (14.04.2012) 
108 Volume 1: Adam Smith Critical Assessments p. 250 
109 Volume 1: Adam Smith Critical Assessments p. 250 
110 http://www.businessdictionary.com/definition/utility-maximization.html (17.04.2012) 
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The levels of income and economic wealth are two of the most important goals in the 
thoughts about the economic man111, and he (the economic man) is especially driven 
by economic wealth, because that, according to Smith it is the way to the good life112.  
Therefore, the economic man does not focus on the social consequences of his 
decisions, unless he can gain financially from it. Instead he is constantly calculating 
the different alternatives to find the best choices, which will lead him to the way of 
the good life113. As a result, the economic man will typically interact with other 
people based on utility maximisation.  
The life of the economic man, therefore, deals with maximising economic desires, at 
the least possible costs. With that in mind we can define the economic man as a 
calculating, self-interested economic-maximising human being. 
That can lead to a question about rationality, as the rational choice from the 
perspective of the economic man is utility maximisation. 
However, Adam Smith also deals with a theory about other decision-factors that 
utility maximisation. In his theory of Moral Sentiments Adam Smith argues that: 
 
“How ever selfish soever man may be supposed, there are evidently some principles 
in his nature, which interest him in the fortune of others, and render their happiness 
necessary to him though he derives nothing from it, except the pleasure of seeing 
it114.” 
 
However, as mentioned above, we will make it clear that these concepts are not a part 
of the economic man at all and therefore we will not look further into that theory, as 
we perceive the theory of the economic man to be more relevant to our project, as it 
concerns the banking system and how the banks chooses between their different 
opportunities. 
The theory of the economic man has met some critique because, in order to make the 
most utility maximising choice, the economic man needs to know everything that is 
going on in the world as well as what will happen in the future. As that is not possible 
                                                        
111 Volume 1:Adam Smith Critical Assessments p. 250  
112 Ibid p.252  
113 Ibid p. 250  
114 http://www.chicagobooth.edu/faculty/selectedpapers/sp50a.pdf (22.04.2012) 
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the economic man does not know if he actually chooses the most utility maximising 
alternative or if there was a better alternative115.   
 
4.1.2 The Invisible Hand  
In the Wealth Of Nations, Smith argues for the theory of “the invisible hand”. The 
invisible hand theory is a suggestion to letting the market control the prices by letting 
consumers buy until his marginal cost (price of the good) equals the marginal benefit 
of the good. Thereby perfect competition is created116.  
The Invisible Hand is complex, because Adam Smith never points out directly the 
meaning and a definition on the phenomena. However, he uses it as a market-
phenomena in the book; Wealth of Nations117. 
Back then; wealth among nations was mostly measured by the quantity of gold and 
silver. This way of measuring wealth was very common and supported by several 
mercantilist economists who, back then, dominated the economies of Western 
European nations118. To meet that economic philosophy, governments would try to 
maximise the nation’s amount of gold by maximising the use of domestic resources 
and prevent people from purchasing commodities from other countries even though it 
was for less gold that the market of the commodity required119. The export policies 
induced citizens to export assets to foreign countries for gold below their market 
prices, just to increase the total amount of gold in the country120.  
According to Smith, that would lead people to being satisfied with less money than 
the market could offer, and thereby making the value of the total goods in the country 
worth less121. Therefore Smith argued wealth of nations, as being more about the 
overall value of all goods produced in the country (today know as GDP; Gross 
Domestic Product) than the quantity of gold and silver.  
Smith argued that the government should not interfere in the economy as they did, 
instead they should leave the market to itself, as this would result in the most 
beneficial economic development for the people. That, he said, would result in the 
                                                        
115 Volume 1: Adam Smith Critical Assessments p. 251 
116 ”Foundations of Economics” p. 152 
117 Adam’s Fallacy p. 33 
118 iBid. 
119 Adam’s Fallacy p. 34 
120 iBid. 
121 Adam’s Fallacy p. 34  
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strongest output, as the invisible hand would lead to the best possible outcome, 
because the supply and demand in the market would adjust itself and result in the 
most beneficial prices for goods and services also known as the equilibrium.122 
Furthermore, no people will lose anything, as neither a buyer nor a seller will accept a 
deal which is not favourable. That will result in the market adjusting its own prices 
automatically. 
The origin of the theory, with the gold/silver value problematic, might not look 
relevant to our project. Nevertheless, the meaning of the invisible hand, which Smith 
says should be introduced instead, is still very relevant in the current economy and 
society. Therefore we will apply this theory to our empirical data about Syntesetanken 
and see how their idea of a public bank will affect the free market. 
Our definition of the invisible hand will therefore sound as: 
 
“A Term used by Adam Smith to describe the natural force that guides free market 
capitalism through competition for scarce resources(...)He further said that in a free 
market, no regulation of any type would be needed to ensure that the mutually 
beneficial exchange of goods and services took place, since this invisible hand would 
guide market participants to trade in the most mutually beneficial manner123”. 
 
By that definition the invisible hand would lead people to always find the most 
beneficial point in the market.  
 
4.2 Andrei Schleifer: Private vs. Public Ownership 
We will in this chapter elaborate on Andrei Schleifer’s paper: ”State versus Private 
Ownership”124. 
 
Much of the discussion whether or not to have a state owned bank can be related to 
the discussion of “State versus Private Ownership”. The State is represented by 
                                                        
122 iBid. 
123 http://www.investorwords.com/2633/invisible_hand.html (22.04.2012) 
124 Published in Journal of Economic Perspectives – volume 12, number 4 – fall 1998 – p 133-150 
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“Syntesetanken” and the “Private Ownership” is represented by the bank system as it 
is today with 173 private banks125.  
This debate goes far back and can be associated with the debate of capitalism versus 
socialism. 
Schleifer describes the change the last 50 years (the paper is from fall 1998). In the 
40’s for example: 
 
 “economists were quick to favor government ownership of firms as soon as any 
market inequities or imperfections, such as monopoly power or externalities, were 
even suspected. 
At that time, privatisation of such services as incarceration and education was 
evidently not even discussed by serious scholars126” 
 
Later; privatisation became more and more widespread throughout the world. 
Governments privatised large state-owned firms that took care of energy, 
telecommunications and financial services. All trades which most economists saw as 
the government’s job few decades before. Moreover communism collapsed many 
places – most significantly together with the fall of the Iron Curtain in 1989.  
  
In the following chapter we will list up cons and pros for privatisation as well as 
Government ownership.  
 
4.2.1 Privatisation 
Privatisation can prove extremely useful when more companies fight in the same 
market. Hereby they force themselves to innovate. This is done for two reasons: 
• To reduce cost so they can sell for lower prices or gain more profit. 
• To be able to offer something their competitors do not. 
Innovation is a big reason why privatisation can prove useful. They could possibly 
even invent something that would otherwise have cost the government millions of 
dollars. Cancer is a valid example: To find a cure for Cancer is of course both in the 
Government’s interest (as they lose a lot of money on treating patients – how much 
                                                        
125 http://www.banktorvet.dk/banker/oversigt/  - (16.05.2012)  
126 State versus Private Ownership, p 133 
 44
they lose is depending on the State’s health care system policy127). Companies would 
also benefit in finding the cure, since they would be rewarded with large sums of 
money.  
 
Moreover it can prove useful for governments to “outsource” different jobs to firms. 
As Schneider describes: 
 
“It does not make sense for the government to own firms – be they steel mills, 
airlines, or grocery stores – when private firms can deliver the same, or even 
superior, quality of goods at a lower cost128” 
 
The main reason for not interfering in these markets here described is cost. As already 
mentioned; private firms that operate in a market with more competitors are forced to 
innovate to reduce cost - more than the government is “forced” to. 
Exceptions of this are market failures, where the government might be forced to 
intervene in order to regain the right price and quality for the customers. 
A market failure can be described as a market that is not pareto efficient. If a market 
is pareto efficient it means that no one within an economy can be made better off, 
without making some other people worse off. So, a market failure is when the 
possibility exists to make some people better off without making some people worse 
off129. 
An example of this is monopoly where a single firm is the only operator on the 
market – it is hereby able to raise prices – how much is depending on the type of good 
traded. Necessities like food can for example be sold for almost an infinite amount, as 
they are necessities which mean they are essential for people to survive.  
 
“There is, however, a class of cases where the argument against government 
ownership is not as straightforward. In these cases, cost reductions for which private 
suppliers have stronger incentives have potentially deleterious effects on the non-
contractible quality. For example, private prisons might abuse prisoners by hiring 
                                                        
127 E.g. in some countries, patients have to pay for every hospital visit. In Denmark the health care 
system is free. You only pay for your own medicine.  
128 Schleifer, Andrei, State versus Private ownership p 138 
129 Begg, David and Ward, Damian: ”Economics for Business”, Mc-Graw Hill Education, third edition, 
2009, page 187  
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cheaper guards and failing to train them, private hospitals may refuse to treat 
patients on whom hospitals generally lose money, private schools might substitute 
less effective teachers’ aides for more expensive teachers, and so on. In such 
situations, strong incentives may lead to inefficient outcomes or, put differently, the 
efficient producer might need to have soft incentives130” 
 
We see a strong link between the banks’ not willing to lend money to peripheral 
Denmark because it might not be profitable and private hospitals that “may refuse to 
treat patients on whom hospitals generally lose money”.  
Moreover Schneider gives the example of private versus public postal service: While 
a private postal service might run with reduced costs compared to a government run 
postal service due to innovation in cost reduction. The private company might not be 
willing to hand out mail in the outskirts, as it might not be profitable to deliver mail in 
those parts. A governmental postal service on the other hand is “forced” to deliver 
mail to these parts.  
This is an example where the quality of a service might be better in the hands of the 
government.  
And exactly quality is the word that describes why government should be faced over 
privatisation. 
 
4.2.2 Government ownership 
“As an example, take the case of operating Air Force One, the airplane that carries 
the President of the United States. Should the operations and servicing of Air Force 
One be provided by government employees, or by a private contractor? In this 
example, the argument for government operations is compelling precisely for reasons 
outlined in this section. First, the security of the president of the United States is 
important enough that it is a bad idea to have a service provider who might shirk on 
the quality of personnel, preparedness or service in order to reduce labor cost, or 
pick shorter and riskier routes to conserve fuel131” 
 
                                                        
130 State versus Private Ownership, p 138 
131 State versus Private Ownership, page 140 
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This example perfectly sums up why there are many reasons to believe that the 
quality might be better in the hands of a government. Adding this together with the 
example of the postal service and hospital and one have numerous reasons.  
It is important to state though that “quality” is hard to define. We define it as 
something that generally “reaches out to more people” and “takes care of the less 
fortunate”.  
In the case of the postal service for example, by having a private company delivering 
the mail, the majority of the people might be left off happy because of reduced prices. 
Only a small percentage (the people living in the outskirts) would be dissatisfied. 
Therefore; in the case of the banking system, a good quality would be defined as a 
banking system that took care of the whole country so no bottlenecks are created.  
Along the same line it is important to state that even though quality might also be 
reached by innovation done by the private firms. An example a new and 
technologically safer airplane or a new “self-driven postal car”. Even though and even 
though they have incentive to deliver good quality, (if there is market competition) so 
that another company would not steal the market; it is not sure there will be a second 
chance. It would for example be a catastrophe if the president died because of a lack 
of quality.  
 
Peirce has an argument why government ownership might be weaker than 
privatisation. He writes that: 
 
“Since politicians typically like to remain in power and enjoy the perquisities of their 
office, a significant element of the goals of any government is to maintain political 
support132” 
 
Peirce argues that state firms are inefficient because they do not have motivation to 
innovate. He states that the reason for this is that state firms are a way of the 
government to deliberately transfer resources to their supporters. Politicians in other 
words only use governmental ownership as a way to remain in power, because they 
can benefit their supporters that way.  
                                                        
132 State versus Private Ownership, page 141 
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Peirce gives the example of British coal mines that were running three decades after 
World War two. The only reason for this was that the “miners’ union had the political 
power to bring down a government133”.  
 
The word quality has been used a lot of times to describe why/when government 
ownership might be better than private ownership. On the other hand innovation has 
been described as the word that defines privatisation. It is in this matter interesting if 
innovation can create a better quality. Peirce uses again the example of the postal 
service where “an owner of a postal business who invents a better way to deliver mail 
can implement this innovation and profit from it”. In this case a better way to deliver 
mail could be “a better way to deliver mail to the outskirts”. It would perhaps 
eventually mean a better quality to the outskirts.  
 
In this text we have used Schleifer to give us a broader perspective in the “State 
versus Private Ownership” debate.   
To conclude we state that the incentive to deliver a good quality (reach out to 
everyone) is bigger for the government. The private companies have a bigger 
incentive to reduce quality in order to lower their costs.  
Private companies that operate in a market with more players have a bigger incentive 
to innovate in order to reduce cost and invent new products.  
The politicians might play a role in the lack of innovation inside a government-owned 
business, as their main objective is to remain in power. 
The link between quality and innovation can be blurred and there are some definition 
problems connected with the word quality. It can for example be hard to say if 
innovation can lead to a greater quality. 
  
                                                        
133 State versus Private Ownership p.142 
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5 Analysis 
Throughout the analysis chapter we will apply the three different theories used; 
Economic Man, Invisible Hand, and Private vs. Public Ownership to our empirical 
data. 
By doing this we will be able to answer our problem formulation as well as our 
research questions. 
 
5.1 Economic Man 
In this chapter we will analyse the effects of the economic man theory by applying it 
to the current mortgage credit union (MCU) system in Denmark and to the public 
bank, which Syntesetanken suggests. 
 
Today, as described in our chapter about the Danish MCU system, the Danish people 
usually lend money through MCUs when buying a house. Here they can borrow 80% 
of the purchase. The last 20% they have to get from other places for instance from a 
bank.  
Our focus is mainly the financing of the 80%, because Syntesetanken suggests 
removing all the MCUs in the country.  
 
The MCUs are private companies and we assume they are sharing the same opinion 
and philosophy as the economic man. The theory states that the economic man always 
makes decisions on behalf of the pros and cons of the different alternatives available. 
In the end the economic man will choose the alternative that maximises utility the 
most. Morality or other social aspects are therefore not considered as influential in the 
decision making at all. However the term rationality can, to some extend, be used as 
the rationality of the economic man is choosing the most utility maximising 
alternatives.  
 
Consequently, when applying this theory to the MCUs, it means they should only 
choose to finance the most beneficial alternatives available. That to be the alternatives 
they gain the most from, economically.  
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The risk for the MCUs by lending out money, and what they therefore want to avoid, 
is situations where the loan taker cannot pay the payment of the loan. This can happen 
if the loan taker for instance loses his/her job - or because of other circumstances – 
cannot afford the payments. Also if the value of the property decreases a lot and the 
loan taker becomes technical insolvent, they will absolutely be in the risk zone of 
loosing their house134.  
 
Such cases usually end by the property being sold on foreclosure auctions, which 
mostly end up with the MCU loosing money (of course depending on the demand for 
property in the specific area of the foreclosure auction). This is against the idea of the 
economic man. Hence, too risky loans are not preferable for the MCUs. They want to 
avoid these situations, thus they judge their different alternatives and make policies 
about different areas in Denmark, where e.g. job market is unstable, because that 
makes the loans more risky. Furthermore the MCUs prefer areas with short house 
selling-periods and growth in economy.   
Consequently, MCUs’ interest is to get as assured as possible, about that their loan 
takers can afford paying the loan payments. Therefore; lending out money is most 
probable in areas where there are good job opportunities and a high demand of 
houses/short selling-periods.135  
 
As there is a huge difference in the demand of houses depending on the area in 
Denmark, the MCUs are, with the philosophy of the economic man in mind, most 
interested in lending out money in the popular areas of the country and trying to avoid 
some specific areas in the peripheral Denmark.136 
Currently the peripheral parts of Denmark are facing troubles because of less job 
opportunities137 - mainly because people do not find moving to the outskirts of the 
country attractive enough (maybe a consequence of the missing job 
opportunities)138&139.  
                                                        
134http://borsen.dk/nyheder/oekonomi/artikel/1/227245/oekonomer_voldsom_stigning_i_tvangsauktion
er.html (10.05.2012) 
135 http://ekstrabladet.dk/kup/dinepenge/dinbolig/article1716557.ece (12.05.2012) 
136 iBid. 
137 http://www.tv2fyn.dk/article/260623:Vestasfyringer-er-et-gigantisk-tilbageslag (12.05.2012) 
138 http://borsen.dk/blogs/alle_blogs/vis_blog/7412367/1568/roesten-fra-udkantsdanmark.html 
(11.05.2012) 
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Therefore some MCUs have specific areas of the peripheral areas of Denmark in 
where they are not interested in lending out money at all140. Further they are operating 
with specific number-limits on the minimum value of properties they are willing to 
finance141. Potential loan takers can then risk getting their loan proposal denied just 
because the price or value of the property they want to buy is lower than what the 
MCUs’ are willing to accept.142 
 
This decreasing demand of properties makes the value of properties in the whole area 
decreasing as well. That has resulted in a stagnating housing market because people 
find it very hard to get their property purchase financed by the MCUs. 
 
The peripheral areas of Denmark are, as described in our empirical data, getting larger 
and larger because people are moving to bigger cities instead of to the outskirts. This 
means that the demand of properties in cities like Copenhagen and Aarhus is rising 
every year simultaneously with the demand decreasing in the peripheral Denmark. 
Predictions say that by the year 2025 the population of Copenhagen will rise with 
18% from today and that by then there will be a need of another 45.000 new 
apartments in the city143. The same phenomenon is seen in Aarhus where properties in 
the city are very highly demanded144. 
That combined with the, currently, bad job situation in the peripheral parts of 
Denmark makes it much more interesting for the MCUs to lend out money in the 
urban areas. 
 
The reason is simply that there is a larger risk for the MCUs in lending out money in 
peripheral Denmark, as the demand of houses here is much lower than in the big 
cities. 
 
                                                                                                                                                              
139 http://www.tvsyd.dk/artikel/137607:Ingenioerer-vil-hellere-paa-dagpenge-end-arbejde-i-Esbjerg 
(12.05.2012) 
140 http://epn.dk/privat/bolig/finans/article2707757.ece (13.05.2012) 
141 http://epn.dk/brancher/finans/realkredit/article2694442.ece (12.05.2012) 
142 http://m.business.dk/touch/article.pml?guid=18867344 (10.05.2012) 
143 http://www.byoghavn.dk/da-
DK/Presse/Nyheder/2011/nyhed.aspx?newsid=0CEC6243888F41C48512700E5A348B38 
(12.05.2012) 
144 http://borsen.dk/nyheder/boligen/artikel/1/204586/lejlighederne_rives_vaek_i_aarhus.html 
(10.05.2012) 
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Because of the MCUs’ economic man philosophy, getting loans in the peripheral parts 
of the Denmark is harder. That results in people facing difficulties in moving to these 
areas and also difficulties for the house owners to sell their houses if needed. 
Continuously the number of houses being sold on foreclosure auctions is very high 
today and is only predicted to increase in the future as a result of these selling/buying 
problems145. The fact that private companies have the power of such peripheral areas 
might not be the most sustainable nor preferable solution for the society.  
A solution of the problem could be to make it more attractive to live in the peripheral 
parts than it is today. The attraction has to come from, among others; better job 
opportunities and more economic growth in the future. The government could do such 
an investment. 
 
However, another solution may be the suggestion of Syntesetanken; a public bank. 
Such a bank would, first of all, be out of the discussion about acting by the 
philosophy of the economic man or not. The public bank would not share the 
mentality of the economic man because it is a state owned organisation where the 
employees are not told to only focus on utility maximise.  
Simultaneously Syntesetanken points out that they want to be more decentralised 
throughout the entire country with offices and departments in all municipalities. That 
will make sure the money invested from a specific area will stay in the local areas as 
well.146 By that the banking system will be more in touch with the different local 
communities and investments will not only go to the big cities. 
 
However, to make a public bank realistic people also have to think economics in 
another way. Right now there can be a problem with the system because people will 
not get interest rates from the money they have in the public bank. That will, mutatis 
mutandis, make people interested in placing their savings in a private bank or in a 
foreign bank; to earn interests147.  
Mikkel Klinge Nielsen from Syntesetanken argues that it is the biggest gap in the 
public bank right now148. As we argued earlier, the economic man only counts 
personal interest and gain, therefore, according to the theory, this opportunity will be 
                                                        
145 http://penge.dk/bolig/bolig/tvangsauktioner-naar-hoejeste-niveau-i-18-aar (13.05.2012) 
146 Interview Syntesetanken (min 33) 
147 iBid. 
148 Interview Syntesetanken (min 34) 
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too tempting to ignore for the people. That would however result in the system not 
functioning, as the public bank needs deposits to lend out funds.  
 
Therefore Syntesetanken has to make, placing savings in the public bank, the most 
utility maximising opportunity available on the market or the least utility decreasing 
opportunity. Mikkel Klinge Nielsen argues that the problem with placing savings in 
foreign countries might be solved if the Danish krone was splitting free from the Euro 
currency. That would make the Danish currency-value very flexible, which could 
result in making it more profitable to keep savings inside the country149. 
 
Further, Syntesetanken argues that placing savings in a private bank in Denmark is 
risky because the money will be invested. Therefore people risk losing their funds.  
However, placing the money in the public bank will be secure and there will be no 
risk of suddenly loosing the savings. That way of thinking, Syntesetanken, wishes the 
Danish people to use and see as the most beneficial and rational because the money 
will be secure. At the same time by placing savings in the public bank people will 
make it possible to loan money with no interest. Usually people have larger loans than 
savings, therefore one would probably save more by not getting any interests on their 
bank accounts while not having to pay any interests on loans neither, than if one got 
interests but also had to pay interests on loans simultaneously. 
 
Of course the theory of the economic man is a threat to the public bank system 
because people who do not place their savings in the public bank still are able to get 
loans without interests as well. That scenario will make an unbalance in the system of 
what is coming into the bank of funds and what is being lent out to people. 
However, if one prefers security of money, the public bank might as well be the most 
rational place for the economic man to place the funds. Continuously, it has been seen 
that during the financial crisis, private banks can go bankrupt. Therefore the choice of 
placing the savings in a public bank could be the most utility maximising choice as 
well150&151.   
 
                                                        
149 Syntesetanken interview (min 34) 
150 Syntesetanken interview (min. 6) 
151 Syntesetanken interview (min. 9) 
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The mentality of the economic man is, as mentioned, a threat to the public bank 
system but also towards the peripheral parts of Denmark in form of the current MCUs 
economic man philosophy and decisions made on behalf of that mentality. 
 
Something has to happen though, to avoid the peripheral areas getting even bigger 
and worse. However, by making a public bank Adam Smith and his theory of the 
invisible hand would argue that it is not preferable, as the market is not run by itself. 
This we will look into in the next part of the analysis.     
 
5.2 The Invisible Hand  
Today the MCUs are the ones controlling the real estate market and therefore also the 
ones who decide which areas of the country are interesting and which are not. This 
depends on several things but mostly it is a question about their economic man 
philosophy focusing on the utility maximisation, as we talked about in the above part. 
However, if the government would interfere in this problem and make a public bank it 
would be strictly against the philosophy of Adam Smith’s theory the invisible hand.  
 
The invisible hand argues that the market should control itself and be led by supply 
and demand. Consequently, government interfering will, according to the theory, 
destroy the optimality of the best economic structure possible (pareto optimum) and 
in some cases it will result in non-sustainable economics getting support to still get 
going. This can be peripheral parts of a country. Then the government support will be 
the same thing as spending money on something you will never gain anything from 
but instead lose money from. 
Seen from the perspective of the invisible hand the market will always find the correct 
price-level automatically. During bad times the price will decrease right until it is 
attractive again. This is simply because the previous prices are too high and therefore 
people have to face the consequences and lower the prices. 
 
This means that in our case the theory argues that the house prices in peripheral 
Denmark should decrease until it meets the price-level where people find it attractive 
again. Then the demand will rise and the princes will change positively again. This 
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will result in constantly changing markets and that is what the invisible hand creates. 
Therefore a “bad period” in the real estate market should automatically result in lower 
prices. 
 
Economies vary up and down all the time and there will always be bad as well as 
good times. Therefore it is a must to wait until the right price-level is met. Simply 
because the point where supply meets demand has changed (market equilibrium). 
 
If the government makes a public bank they therefore risk losing money by lending 
out money to areas that are not worth the price demanded. That is not sustainable for 
the economy. If this happens the economy will, according to Smith, be running on a 
non-sustainable fundament, which never will benefit the area.  
Therefore the invisible hand theory does not support a public bank, as it is an 
intervention from the government. 
 
5.3 State vs. Private Ownership  
We will in this following text use Andrei Schleifer’s paper: State versus Private 
Ownership in order to gain knowledge regarding if it will benefit the real estate 
market in peripheral Denmark to have a public bank. 
 
One of the main points in the theoretical chapter was that the quality in government 
ownership is better than in private ownership. The reason for this was that the 
incentive to deliver a great service is bigger for government ownership. The main 
reason is that private companies are more focused on reducing cost than governmental 
companies, whose main reason is to deliver a great service so the politicians get can 
get re-elected.   
Quality in this sense means that it reaches out to everyone.  
As one example we had the postal service. A private postal service is not motivated to 
deliver mails to the sparsely populated areas if it would mean higher cost and thereby 
low- or no profit. A governmental postal service on the other hand might run with 
higher cost than a private company but they do deliver to all parts of a country. 
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This is a very good example to explain what will happen if Syntesetanken’s proposal 
of a public bank will be reality: 
As we write in the empirical chapter about how a public bank will work, every 
municipality will have their own independent institution of the public bank, which 
they can use to spend on whatever inside that municipality. 
This will cause a decentralisation, as all the power will be taken from the capital and 
the biggest cities and shared with every municipality in Denmark.  
Furthermore; by investing more in the peripheral parts it can help create new 
incentives to move there for people. Investments could be working places, new 
infrastructure etc.  
This can help remove the bottlenecks, we mentioned in the chapter about peripheral 
Denmark. 
Another important aspect in the creation of the public bank is the opportunity to take 
interest free loans. As Mikkel Klinge Nielsen from Syntesetanken explains152; it does 
not matter where you are from geographically if you will be accepted for the loan. He 
says this will remove the black spots we show on the map on page 34. 
It will in other words help to turn the tendency we saw on the graph that showed 
selling periods for different parts in Denmark where Southern- and Western Zealand 
in April 2012 on average used almost 400 days to sell their estate (page xxx). 
 
On the other hand, innovation will not be great within a public bank compared to a 
market with many banks, as the public bank is not forced to innovate in order to 
reduce cost and find new ways to penetrate the market.  
The innovation will come from the private investment banks that still act in a market 
with more players.  
Another thing Schleifer would have against a public bank is the lack of effectiveness 
due to the lack of incentive to reduce cost. 
However; as Mikkel Klinge Nielsen explains153 a public bank would mean fewer 
employees in the banking system than in the current, because the bureaucracy will be 
smaller with a standardisation of the rules154. If you only have one set of rules it is, all 
things being equal, better (in an effectiveness-perspective) than to have a lot of 
                                                        
152 Syntesetanken interview (min 30) 
153 Syntesetanken interview (min 28) 
154 Within the public bank. The private banks will still have their own set of rules.  
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different rules from different systems. Of course this will also cause unemployment to 
the people not getting re-hired in the new system. However this is not an on-going 
process and the incentive to optimise efficiency will, ceterius parabius, fall with time.  
 
Another critique of the public bank is that the politicians mainly benefit the ones 
voting for them.  
However; as the public bank is anti-political155 in the way that each local unit of the 
public bank (in each municipality) will have a mix of locally elected business men 
and politicians to rule, it will not be the case.  
 
So to sum up we argue that Syntesetanken’s suggestion of a public bank will benefit 
the outskirts in the sense that in peripheral Denmark; each municipality will have its 
own local unit to hand out money for lending purposes as well as public buildings. 
This will cause a decentralisation and thereby remove so-called “black spots” in the 
real estate market.  
Furthermore the system will become even more effective as we will see a 
standardisation of the rules within the banking world – hereby removing bureaucracy.  
The cons are that we will see a lack of innovation due to the public bank’s lacking 
incentive of producing new ideas and reduce costs.  
 
  
 
  
 
 
 
 
 
                                                        
155 Syntesetanken interview (min 35) 
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6 Conclusion 
Throughout this project, we have investigated the think tank; Syntesetanken’s 
suggestion of a public bank. We have put this in the context to the peripheral parts in 
Denmark – especially in relation to the real estate market. Additionally, we have 
investigated the Danish mortgage credit union system. We did this in order to answer 
our problem formulation: 
 
In this project we aim to investigate if Syntesetanken’s idea of a public bank will 
benefit peripheral Denmark - with the special focus on the real estate market. 
 
The focus with a perspective of the economic man showed that the current mortgage 
credit unions are making business only on behalf of what is most beneficial and utility 
maximising for them, economically. Therefore they prefer areas of the country with 
good job opportunities and economic growth. Simultaneously they are not interested 
in lending out money in specific areas of the peripheral part of Denmark. Usually 
these areas are characterised by less jobs available, less economic growth and a poor 
attraction/demand from the population in general. Therefore the current mortgage 
credit union system is not sustainable for the peripheral parts of the country. 
Conversely the public bank suggested by Syntesetanken will not operate with the 
focus on utility maximising therefore it will, ceterius parabius, be a more sustainable 
solution economically for the peripheral parts. 
However, the population has to appreciate the public bank as the most utility 
maximising for them in order to deposit their savings on accounts in the public bank 
and not in private banks in order to make the system function. The reason for doing 
that should be the potential non-interest loans they will be able to get. 
 
The invisible hand theory does not support a public bank, because it suggests markets 
to be as independent as possible. 
Furthermore it argues that a government should not support a non-sustainable 
economy, financially. Instead the market itself should solve such a situation like for 
instance a bad real estate market as it is in the peripheral Denmark. This should be 
done by house prices that decrease until they meet the market demand and thereby 
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create attraction for people again. At that point the market is most beneficial for 
everyone - according to Adam Smith. 
 
By applying Andrei Schleifer’s theory about public vs. private ownership we got 
some good tools to evaluate the different pros and cons of the current system versus 
the eventual impact of a public bank. 
When applying it to the peripheral parts of Denmark we conclude that a public bank 
will have good affects on those areas of the country because of the quality and 
decentralisation as well as an immediate boost in effectiveness.  
The quality as we have defined it means that everyone is taken care of. So even 
though the people in the city might be left better off with lower administrative fees if 
there were no sales to peripheral Denmark, it would not make the quality better. 
A reason for this raise in quality is the decentralisation. The public bank will move 
the money to every municipality and create a unit of elected business people and 
politicians to run that specific unit. The money can then be spent on initiatives in 
these parts.  
The effectiveness will also experience an immediate boost due to that; compared to all 
the different rules we experience in the different mortgage credit unions today; we 
will see a standardisation of those rules.   
However, we see some problems in the lack of incentive to innovate. As the public 
bank will not have any direct competitors (because of no interest rates when lending 
money for house buys) they do not have strong motivation to improve in effectiveness 
and thereby reduce administrative costs. 
 
Looking at the overall result of the project report; the economic man approach in the 
mortgage credit union branch is not sustainable for the peripheral Denmark, as it is 
today. 
A public bank will benefit the real estate market in the peripheral parts of Denmark. 
This is due to that the philosophy of the economic man in mortgage credit unions will 
disappear and it will thereby be easier and cheaper for people to loan money for 
property purchases.  
Simultaneously, the power that mortgage credit unions have in deciding who can loan 
money and who cannot, will disappear which is good for the areas as well. 
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Also the decentralisation in the economy will make the economy and lending out of 
money more focused on local communities instead of the larger urban metropolis. 
However, it is hard to state whether a public bank is the most beneficial solution on 
the long run because as the invisible hand theory states, non-sustainable economic 
areas will not change just because of financial support. 
Furthermore the success of the public bank depends a lot on peoples’ rationality:  
If Adam Smith is right and everyone thinks like the economic man and seek utility 
maximization they might want to invest their money in foreign banks – and that will 
entail a large risk that the system will collapse.  
However; if they have mistrusts in the private banks, they will utility maximize by 
depositing their savings in the public bank – and then the public bank might become a 
success. 
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